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In a national plebiscite on Dec. 13, the Uruguayan electorate overwhelmingly voted to reform
the government's "privatization law." The vote effectively blocked President Luis Lacalle's plan
to sell the state-run telephone company ANTEL and several other public institutes, since the
government will no longer be permitted to privatize any business that has monopoly control over
the market. Nevertheless, Lacalle vowed to continue the privatization program, since the new law
will still allow his administration to sell or liquidate those businesses that compete with existing
private firms. Roughly 80% of Uruguay's 2.4 million electorate participated in the referendum,
which simply asked voters if they supported or rejected modifications to the country's privatization
law. Nearly 72% of voters cast affirmative ballots, forcing the government to immediately halt
privatization plans until the so-called "Public Enterprise Law" is rewritten. Given the plebiscite
outcome, the legislature must now overhaul five of the law's 32 clauses. In its present form, the
law authorizes legal reforms in the public sector allowing the government to freely sell state
entities and services as it sees fit. But since the law's approval by Congress in September 1991,
opposition parties and organizations mounted an intense campaign to reform the legislation
to protect profitable public enterprises from arbitrary privatization by the executive, leading to
the December referendum (see Chronicle 12/10/92). The most important reform is an explicit
prohibition against selling any state business or institute that enjoys monopoly control over the
market. Such monopoly state services include automobile insurance, petroleum refining, alcohol
distillation, casinos and lotteries, electricity generation and distribution, sewage and potable water
services and all telecommunications. Consequently, the government must now abandon plans to
sell ANTEL, which the Lacalle administration had hoped to privatize by March. In August, officials
had accepted bids for ANTEL from seven foreign firms: France Telecom; Cable and Wireless
(Britain); Detecon (Germany); US companies GTE, Bell Atlantic, and Southwestern Bell; and
BCE Telecom International (Canada). Under the government plan, the state was to form a mixed
enterprise, retaining 40% of shares and selling 51% to one or more of the competing companies.
The ANTEL privatization scheme generated harsh public opposition, and is seen as the key factor
that galvanized support for the anti-government vote in the plebiscite. ANTEL is a highly profitable
business, earning an estimated US$80 million per year. In fact, ANTEL is recognized as Latin
America's most efficient telephone company, boasting the lowest local rates and installment fees,
as well as the most widely distributed service per capita, with 14 telephones per 100 inhabitants.
The ANTEL deal even created a split in the governing Partido Nacional, as prominent legislators
and politicians accused the Lacalle administration of undermining national interests in favor of
foreign interests. The ANTEL affair also encouraged former president Julio Sanguinetti of the
conservative Partido Colorado to openly ally with leftist opposition parties in the referendum.
Sanguinetti spearheaded the pre-plebiscite campaign, greatly contributing to the anti- government
vote, especially in urban areas. "Privatization in general was not the issue in the referendum,
since in many cases the sale of public services is positive," said Sanguinetti after the vote. "The
issue was opposition to the sale of ANTEL, since that enterprise is an important state asset and
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source of resources. We believe the concession of public services to the private sector must be
handled with greater independent input to assure lucidity in all transactions." Despite the new
privatization prohibitions, the law still permits the government to sell several non-monopoly
businesses run by the state. Such companies include leather and cement processing industries,
hotels, port services, maritime and coastal construction firms, tourist resorts and restaurants, grain
warehouses and distribution centers and insurance firms that issue policies on life, fire and theft.
After the vote, Lacalle vowed to carry forward his administration's privatization plans, warning that
the plebiscite results sent the wrong message to foreign investors. According to Lacalle, foreign
firms "were taken aback" by the vote, and Uruguayan embassies around the world were allegedly
swarmed with telegrams from concerned private firms and business associations in host countries.
Under the plebiscite mandate, the government will have to negotiate legislative backing for most
future privatizations. Lacalle said he would reorganize his economic cabinet this month to include
pro-reform ministers and economists capable of negotiating the support of opposition parties in
Congress. Most legislators are unlikely to oppose future privatizations outright as they did with
ANTEL, since even the center-left parties agree that some state reforms are necessary. For example,
Danilo Astori a senator from the leftist party coalition Frente Unido called on the government
to open dialogue with the opposition. "The plebiscite victory provides major incentive to launch
sincere, realistic state reforms based on national consensus," said Astori. According to government
statistics, the state employs a huge bureaucracy of 379,000 workers more than 12% of the total
population and about 30% of the estimated 1.25 million economically active population. Of the total,
262,000 work for the central government and the remaining 117,000 are employed in decentralized
state institutes and government businesses. In addition, the state pays monthly pensions to more
than 600,000 retired workers. (Sources: Spanish news service EFE, 12/09/92-12/14/92; Agence FrancePresse, 12/10/92, 12/11/92, 12/13/92-12/15/92; Notimex, 12/13/92, 12/17/92; Chinese news service
Xinhua, 12/18/92)
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